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The Honairabl« 

The Secret&ry of the lT3iisary 

Vbf dear Jtr, iJecrctary: 

Rof€^etice i s suide to your latter 'duted JioiufgrT' 13^ 19ix9» in 

which jroQ roqaest a decisicn as to «^thox tkU Offlco t^ould <̂ >-

ject t« tha Bur«aa of Federal dtjpply eaterlnf; lato am sgre^wMai 

with Babeock and WlXoox Tube CcaBi>aQ7, XRC^ and OasoXlne i=it<oducts 

CoM̂ tafiQr, Inc . , vhleh voold pfrovida ^or t)ii» pî naext by Ba'ooook aa4 

IAHOOX Tool Coqpaix̂  to aasoIiuB Prodocts Ccaqpax̂  tlae SOB of 

;i»i42fU99.66f collected Aran the BarMs of fedoral Su(»>ljr £« & p<uri 

of tbs rogrsltj provided for in osrtsdn contracts betveea that 

i3ox<«aa aad ^bcock and Wilcox TiOie CoRq;>an7« aad the relafise, in 

ooaslderatloB of VUSBL pcgoaenta, of Babcock aad $^U«ox "fubo aonpfisor 

and the Bureau of Federal rmpjply fros f-orthor oluia for ro7«Lltgr 

p^raaots bgr OosoUnc Procuctsf Ucê jaagr, nMch alleges to bd the 

^uttaorls«d liconacMT uactor the patent Involved* 

rho facts outlia(»d ifi yoor latx^er of Jacuaxy 13« ua 9t^>ple~ 

oMBtod i a inf oac««l discussioas vrlth persecurel of yoar i>spart«unt^ 

are as foUovai 

Is the Tears 19i)2-4^iiii9 :foar coatraets, Kos, tJi-^rps«-^81 ,̂ 

nA-1'p»-12912, jA^Tp8-33268 »xA ii(L-Tpo-632l»8, i»©r« Bot«r*d into be

tween tlie ProeonMBont rlTtsion^ Treasury Depariiwnt^ aov Boreaa 
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of Kedaral Sopply, and Babcock KOC ^ilooz Tubs Conpacy for the 

purchaae froai that coapaqy of certain qva&titiea of hot rolled 

seaaloaa vteel tiibes for shipoeat to KuESiâ  uoder LendoLease* 

It ie understood that each of the contracts prorridad that the cfln-

tract price ahoald be "Pins Dlxoa patent iRojal^ of ^10,00 per net 

ton x»^, if ^s^apllcahle, for tbe account of the OasoliAe Prodaots 

Cc«pany,M la aocordsace elth these provisions, Babcock aad ^'ilcox 

Tube zmifKcsf collected royalties ttiM. the Sw^au of federal Supply 

ia the ieiosat of ^ , l i 9 9 < ^ but, »(^iarezitly dae t» certain doobts 

as to ths va l id ly of the patent iavolTed) paid no part of said 

etai to Gasoliae Pnxbicts (;oepaay, in the course of a reaudlt coii» 

docted by the Eureau of pederal Si^ply^ th»-preprlety of the 

royalty pSTaeats vas challenged and, thereafter, the 3ureaa re-

Xesed to sake further roTStlty payaeats sod deaattded the refund of 

payae«^ prerLoosly aade, sabeoek aad Wilcox Tube Conpaoŷ  idiile 

willing te refoad the royalty p̂ qoMmts thsretofore reeeiirvdy is 

uMeilliag to aste siteh refoxkd n t i l the Bvreea of Federal Stpply 

eacecatee a release aztd iadeartif ixjatioa agreMMMnt to prc^eet i t , 

Babeook and WiXoox Tube Coapany, froK further l iabil ity ia the 

Better* This agrdsswat has no;:̂  been eatecuted* Zt appears that^ 

after the peyaoat ef farther royalties 'tn% eospezided^ approxiaately 

l,S2i3 1/3 toBS of t^iag were purchased -onder the contracts ia» 

toXTttd. />s ootlined above, the agreoaent now propo8«d-<HBfaieh i s 

wpbdieretood has not been redaeed to wrttiag^—eonteaplatea the p£9»» 

aecrt to Gasoline Prodotcts Qtm^̂ of of rcoraltles in the soa of 
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aod the waiver \ g Gasoline Prodasts CcBEpany of further elaia for 

The record iadieates that the I>1XQB patent, 9« S. Letters 

patent Bo. 1,950,786, dated AprU 13, 193li» «as issued to the 

\ v a m Oot^auj bat that, liy reason of ceat«««t« betveen that 

; ;<v; - .> . . C - - ' - ^ - •. 

m B-82907 - 3 -

•IIP 
$li2,U99»66, aau being he ld by Uaboock axid 'Wilcox Tube Uonpany, t i f i j 
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uBoelXeoted poasnts of ^,ii33«97 involred in the pozxihasee aade imf 

a f t e r royal ty pagpmtB were suspended* 
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psny aad Gasoline Predecte Caapacy, the l a t t e r c l a i a e the r i g h t | 
•'. i , l | 

t o grant l i c e n s e e t toreuaderi t h a t varioaB aanofacturers of chroae )|i; 

srteel tidxLng, inc lodine aabbock and ^ i l o o x Tobe Ooaqpaay, were 

aothoariaad by Cseol iae prodbuts Co^jany t o aamfaotare tubing of 

the tTpe covered by the Dlxfln patent , previded t h ^ o o l l e o t e d a 

roTal ty of one cent per pound (snhsecpaaatly redooed t o oaae-'helf 

cent per pomd) on ti^xLns prodoeed f cs* f i o v i g n use f r o a such pur-

ehasers of snid tohing as are not l i o n i s e d lawier the Blaaa patent ; 

ead tha.t th in authori ty i n Babcock and ttLleox Tube Ceapany, v h i l e 

net i n the fora of a forwO. agreaaeat . has been reeegniaed s i n c e 11 

193^0 • » i n evideneed by the f a c t that Babcoek aad Wilcox Tube j | 

Coapeay oeae ia teBt ly hies e o U e s t e d the royal ty a t tbe r a t e of on* 

cent or ooe-half oant per pound froa i t s unl ieeneed eus toaere . 

I t appears d e a r t h a t , under the eontrect prov i s ions quoted 

above, the l i e b i l i t y of the Oovemaant f o r the pajaent of the D i x m 
If 

patent royeklty ie dependent upon the ap|>li«abili^ of the royalty- .y; f 
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to the porohases involved. Such applicability, in turn, appears 

to be dependant «Q>oa the validity of the patent and the binding 

has failed to take aeti«n against nuneroud infrtttgeasnte cf the 

Dixon pateoti and, whan taken t o c h e r with its willingness to eoqpror 

alee a elaia for evw ^ , 0 0 0 less than its f u U aaoant, such fact 

is indicative of hasitaacgr <m the part of Gasoline Produeta Coa^any 

to test the TolldLty of the patent involved* 

Ihaaanoh ss it is not established t̂ hat the Dixon patent is 
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effect of the agreeaent between Baboeck and î iloex Tube Coepany > ,, fj ^ l 

and (Sasoline Prednote Ccvpany, If the patent ia valid and the i \0 

agreaaust binding, the Govemaent weoljd be liabla for the entire i ^M 
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aaount of the royalty involved, or ;^57,933«^* If, oo the other 

tMRid, the patent is not valid or the agreeaaot aot bdUodinĝ  the 

Qonremaent would not be liaole for any part of the royalty pagiw 

BBata, Bahcoek aad TillccK Tube Coapany aĵ parentSy was not without | |k,|| 

doubt on eithir of these points. IU letter dated April 13» 19U8, jj | 

to the Bureau of Federal St^^plj^N-evidantly written ia rasponse to : 1: l mm 

tbe deaand of the Bureau for tha refund of royalty piyaente—ls, i| il 
111 

in part, as foUcfea* •'•1 

If •We, en our part| have never paid this royalty ^ l e royal^ 
under the four contraots here involsred^ te Gasoline produeta 
Coapeay pending seas deoieinsi on the validly of thla patent, »; ^^ 
Since, to the beat of our kno«£Udge, there has benn no legal de* | i 
oiaioa ubi^ would clarify tha validity of this patent, «« be- ' % 
liave it would be in order at thia tine to aaka refnnd to you pi | 
of the entire Dlxan patent r<^r«Xty we have collected froa you , !̂  || 
against Lend-Loase contracts •« ' '̂  p 

_ f ^ ^ is understood that Gasoline Pveducte Ccapany ^ |, | 
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Cooptrollcr General 
of the Oli ted States. 
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applioable to tbe supplies fureishsd under the contracts, the coor> 

tractor caatiot be said to be legally entitled to acgr part of the 

royalty pa^aents provided fer in the ocntraots* It foUom that 

thare ia ne legal awlJiority fer the exeoo^loa of a ooafiraalse 

agreeaent afaieh would pemit the contreetor to retain the royalty jlj 

payaaots of ^,1)99*66 heretofore aade under the coatracta hut that 

sack aaoiatt should be reoovered frca the ecntraotar, leariag Qasoline 

Pxx>daeta Geapaay to saoh l ^ a l reaê jr as i t aight elect to aaq>l9y. 

If Bsbooek aad gjleox Tube Goaq̂ eoy should refuse to repay the aaooat 

of royel^ held by then, the natter should be referred to thia 

Of fine for the institution of preeeeding* i<*ftir<î  to ooUeetictt 

thereof* 
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